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According to a recent World Bank report, the international strategy for resolving the Third World
debt crisis is being jeopardized by the refusal of commercial banks to cooperate, and by low
economic growth rates in industrial countries. For the strategy to succeed and the 17 most heavily
indebted countries to achieve fast enough growth to repay their debts, the World Bank asserted
that private bank creditors must lend another $6 billion to $9 billion over the next three years.
This amount is equivalent to about 300% of what the banks have provided the 17 nations in new
loans during the past three years. The World Bank also said that the banks are not likely to expand
lending to these countries, most in Latin America, on the required scale. The Bank report also
criticized major Western industrial nation governments, warning that they are undermining their
own debt strategy by failing to sustain strong economic growth rates, necessary to provide the Third
World with expanding export markets. According to the Bank, "The erosion of prospects for growth
in the industrialized countries in 1988 now down to 2% to 2.5% and the difficulties experienced in
marshaling additional financing cast a shadow over prospects for the heavily indebted countries
to achieve the 4 to 5% growth on average that is the minimum necessary for the debt strategy to
succeed." The World Bank report, which had not been released as of May 16, focused on prospects
for the most heavily indebted Third World nations, and outlined Bank plans for assisting them.
The report was approved in April by the Bank's executive directors, who represent its shareholder
governments. According to the report, the Bank expects that the 17 major debtor nations will require
$16 to $17 billion in foreign assistance over the next three years to finance economic structural
changes to lay the bases for export-led growth and to build up reserves by about $2 billion. Foreign
financing would be divided as follows: $3 to $5 billion from foreign aid and investment; $5 billion
from the World Bank and other international agencies; and, up to $9 billion by 1990 from private
banks. The report expresses opposition to any generalized plan of debt forgiveness. The "global
strategy" for dealing with the debt crisis was first put forward by US Treasury Secretary James
Baker in 1985. Under the so-called Baker Plan, commercial banks were called to continue lending
to the 17 most indebted developing nations, on the proviso they adopted "market- oriented"
policies prescribed by the International Monetary Fund and the World Bank. The new bank loans
were intended to finance development of a more competitive economic base that in time would
provide debtor nations with the export-led growth necessary to repay debts. Leaders of the seven
largest industrial capitalist nations US, France, Japan, Britain, Canada, West Germany, and Italy
are expected to once again endorse this debt strategy at their annual economic summit meeting
to take place in Toronto next month. The economic summit may also approve a compromise plan
proposed by Canada for granting debt relief to the poorest indebted countries mainly African
countries through the so-called Paris Club of creditor governments. The Reagan administration
has meanwhile indicated that it does not wish to see a great deal of serious examination of the
debt crisis in Toronto, nor expressions of serious concern about the viability of the "Baker Plan" as
articulated in the World Bank report. Washington's position has reportedly disappointed Canada
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and other summit countries who had assumed the 1988 meeting should logically focus on middleincome debtors. The 1987 summit meeting in Venice focused on the situation of the poorest African
countries. Last year, the "Group of 7" agreed to create a new $6 billion fund run by the IMF to assist
these poor nations to strengthen their economies. Summit participants also approved refinancing
of the International Development Agency, the World Bank's soft-loan arm that provides them with
cheap loans. According to unnamed officials cited by the New York Times, Baker's reasons for
avoiding serious discussion of the "global debt strategy" are twofold: Because of the presidential
campaign, he is anxious to maintain public credibility of the "Baker Plan." Next, Baker wishes to
avoid providing ammunition to congressional critics of the proposed World Bank capital increase.
(Basic data from New York Times, 05/17/88)
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